STATE OF CALIFORNIA
DEPARTMENT OF INSURANCE
45 Fremont Street
San Francisco, CA 94105

AMENDED NOTICE OF PROPOSED ACTION
Self-Service Storage Agent License
RH06093053 July 13, 2006
SUBJECT OF PROPOSED RULEMAKING

Insurance Commissioner John Garamendi proposes to adopt the regulations described below
after considering comments from the public. The Commissioner proposes to add sections 2194.9
through 2194.17 of Article 11 to Subchapter 1 of Chapter 5 of Title 10 of the California Code of
Regulations.

Previous Notice of Proposed Action was published in the California Regulatory Notice Register
(CRNR) on July 7, 2006. The referenced OAL File number is Z-06-0627-03. This Notice of
Proposed Action amends the previous notice to include forms incorporated by reference as
provided in “DOCUMENTS INCORPORATED BY REFERENCE” under the
“INFORMATIVE DIGEST” section below.

The Emergency regulations were approved by OAL and filed with the Secretary of State on June
30, 2006.

PUBLIC HEARING

A public hearing has been scheduled in connection with this proposed action for Monday,
August 28, 2006 starting at 1:00 PM at the Department of Insurance, 45 Fremont Street,
San Francisco, CA in the 22" Floor Hearing Room. Should there be no persons arriving
by one-half hour from the start of the public hearing or additional persons arriving by one-
quarter hour from the last commentor, the public hearing will close. The sole purpose of
this hearing is to address the merits of the proposed regulations. At the hearing, any person may
present statements or arguments orally or in writing relevant to the proposed action described in
the Informative Digest. The Department of Insurance (“Department”) requests but does not
require that persons who make oral comments at the hearing also submit a written copy of their
testimony at hearing.

AUTHORITY AND REFERENCE
The proposed regulations will implement, interpret and make specific the provisions of Insurance

Code sections 1758.7 through 1758.792. Section 1 of A.B. 2520 (Stats. 2004, ch. 428) provides
the Insurance Commissioner with authority for this rulemaking.
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WRITTEN COMMENT PERIOD

Any interested person or authorized representative may submit written comments on the
proposed regulations to the Commissioner during the public comment period. The public
comment period will close at 5:00 PM on August 28, 2006. The Commissioner will only
consider comments received at the Department of Insurance offices by that time. Send
comments to the contact person below.

CONTACT PERSON

All written comments or inquiries concerning the proposed regulations and requests for copies of
the proposed text may be directed to:

Julie D. Soo, Staff Counsel
California Department of Insurance
45 Fremont Street, 21 Floor

San Francisco, CA 94105
Telephone: (415) 538-4429

Questions regarding procedure, comments, or the substance of the proposed action should be
addressed to the above contact person. If she is unavailable, inquiries may be addressed to the
following backup contact person:

Gail Houser, Manager, Processing Section, Licensing Services Division
California Department of Insurance

320 Capitol Mall, 1* Floor

Sacramento, CA 95814

Telephone: (916) 492-3029

COMMENTS TRANSMITTED BY E-MAIL OR FACSIMILE

The Commissioner will accept written comments transmitted by e-mail provided that they are
sent to the following e-mail address: sooj@insurance.ca.gov. The Commissioner will also accept
written comments transmitted by facsimile provided that they are directed to the attention of
Julie D. Soo and sent to the following facsimile number: (415) 904-5490. Comments sent to
other e-mail addresses or other facsimile numbers will not be accepted. Comments sent by
e-mail or facsimile are subject to the deadline set forth above for written comments.

INFORMATIVE DIGEST/POLICY STATEMENT OVERVIEW

Existing law makes it a crime to act or assume to act in a capacity for which a production agency
license is required without having such a license. Assembly Bill 2520 (Vargas) of 2004 (Chapter
428, Statutes of 2004), effective January 1, 2005, added Article 16.3, commencing with section
1758.7, to Chapter 5 of Part 2 of Division 1 of the Insurance Code, creating a new category of
production agency license and expanding the scope of activities for which a license is required.
Thus, this addition to the Insurance Code expands the scope of an existing crime. Regulations
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are necessary to advise applicants of the requirements for the Self-Service Storage Agent License
and to establish the guidelines and fees necessary for the acceptance of applications by the
Department of Insurance (“Department”).

Emergency regulations were submitted to OAL on June 21, 2006. These regulations were
noticed on June 13, 2006. Notice for emergency regulation was first issued on July 28, 2005.
That subsequent rulemaking file submitted to the Office of Administrative Law on September
30, 2005 for adoption on an emergency basis was withdrawn on October 11, 2005 pending
further Department of Insurance internal review of the regulation requirements and the licensing
forms.

DOCUMENTS INCORPORATED BY REFERENCE
The following documents have been incorporated by reference into the proposed
regulations. The sequence of documents are in alpha numerical order and do not reflect

the order in which they appear in sections 2194.16 (a) and (b).

For Form 441-9 for individuals in section 2194.16(a) of the regulations text:

e Form 411-8A (Rev. 12/2003) Business Entity Endorsement Appointment
e Form 417-5 (Rev. 10/2002) Bond of Insurance Broker

e Form 417-31 (Rev. 7/95) Action Notice of Solicitor

* Form 447-31 (Rev. 1/2003) Bond of Surplus Line Broker

*  Form 447-32 (Rev. 1/2003) Bond of Special Lines’ Surplus Line Broker
*  Form 447-54A (Rev. 03/2006) Action Notice of Appointment

*  Form 447-70 (Rev. 12/2003) Bond of Cargo Shipper’s Agent

e LIC-50(05/2003) Surplus Line and/or Special Lines’ Surplus

Line Endorsement Authorization

For Form 441-11 for organizations in section 2194.16(b) of the regulations text:

e Form 411-8A (Rev. 12/2003) Business Entity Endorsement Appointment
*  Form 447-54A (Rev. 03/2006) Action Notice of Appointment
* LIC CCI1 (Rev. 1/2006) Certification of Coverage for Limited

Liability Companies

DISCLOSURES REGARDING THE PROPOSED ACTION

The Commissioner has made the following initial determinations:
MANDATES ON LOCAL AGENCIES OR SCHOOL DISTRICTS

The proposed regulations do not impose any mandate on local agencies or school
districts. There are no costs to local agencies or school districts for which Part 7
(commencing with Section 17500) of Division 4 of the Government Code would require
reimbursement.
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COST OR SAVINGS TO ANY STATE AGENCY

Except for cost to the Department of Insurance for implementing the Self-Service Storage
Agent License program, the Commissioner has determined that the proposed regulations
will result in no cost or savings to any State agency. As disclosed in the Economic and
Fiscal Impact Estimate/Form 399, the Budget Office for the Department of Insurance
anticipates that the Department will be able to absorb the costs associated with
implementing the mandates of this licensing program. Most of the costs will be offset by
the licensing fee. Original estimates since the submission to OAL of the Emergency
Regulations in 2005 are currently relied upon even though applications received to date
reflect a shortfall of estimated applications. The Department anticipates that the number
of applications will likely reach original estimates, particularly in light of additional
publicity surrounding promulgation of permanent regulations.

COST TO ANY LOCAL AGENCY OR SCHOOL DISTRICT

The Commissioner has determined that the proposed regulations will result in no cost to
any local agency or school district that is required to be reimbursed under Part 7
(commencing with Section 17500) of Division 4 of the Government Code.

OTHER NON-DISCRETIONARY COST OR SAVINGS IMPOSED UPON
LOCAL AGENCIES

The Commissioner has determined that the proposed regulations will result in no other
non-discretionary cost or savings imposed on local agencies.

COST OR SAVINGS IN FEDERAL FUNDING TO THE STATE

The Commissioner has determined that the proposed regulations will result in no cost or
savings in federal funding to the State.

ECONOMIC IMPACT ON BUSINESS AND THE ABILITY OF CALIFORNIA
BUSINESSES TO COMPETE

To the extent that these regulations provide for an optional insurance product line to
providers that choose to market Self-Service Storage Insurance, the economic impact is a
cost-benefit choice to be made by an individual business. The Commissioner has
determined that the proposed regulations will not have a significant statewide adverse
economic impact directly affecting business, including the ability of California
businesses to compete with businesses in other states.

POTENTIAL COST IMPACT ON PRIVATE PERSONS OR
ENTITIES/BUSINESSES

The Commissioner is not aware of any cost impacts that a representative private person
or business would necessarily incur in reasonable compliance with the proposed action.
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FINDING OF NECESSITY

The Commissioner finds that it is necessary for the health, safety, or welfare of the
people of this State that proposed section 2194.15, which requires record maintenance
and retention subject to production for examination by the Commissioner, apply to
businesses.

EFFECT ON JOBS AND BUSINESSES IN CALIFORNIA

The Commissioner is required to assess any impact the regulations may have on the
creation or elimination of jobs in the State of California, the creation of new businesses,
the elimination of existing businesses, and the expansion of businesses currently doing
Obusiness within the State. The Commissioner does not foresee that the proposed
regulations will have an impact on any of the above but invites interested parties to
comment on this issue.

IMPACT ON HOUSING COSTS
The matters proposed herein will have no significant effect on housing costs.
SMALL BUSINESS DETERMINATION

The Commissioner has not identified any alternatives that would lessen any adverse impact on
small business. To the extent that these regulations provide for an optional insurance product
line to vendors that choose to market Communications Equipment Insurance, the economic
impact is a cost-benefit choice to be made by an individual business.

CONSIDERATION OF ALTERNATIVES

Pursuant to Government Code section 11346.5(a)(13), the Commissioner must determine that no
reasonable alternative considered by the Department, or that has otherwise been identified and
brought to the attention of the Department, would be more effective in carrying out the purpose
of the proposed regulations, and that no alternative would be as effective or less burdensome to

private persons or businesses directly affected than these regulations.

The Commissioner invites interested persons to present statements or arguments with respect to
alternatives to the proposed regulations during the public hearing or written comment period.

COMPARABLE FEDERAL LAW

There are no existing federal regulations or statutes comparable to the proposed regulations.
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AVAILABILITY OF TEXT OF REGULATIONS AND INITIAL STATEMENT OF
REASONS

The Commissioner will have the entire rulemaking file available for inspection and copying
throughout the rulemaking process at the above San Francisco address, between the hours of
9:00 AM and 4:30 PM, Monday through Friday. As of the date of publication in the Notice
Register, the rulemaking file consists of the Notice, the Text of the proposed regulations, the
Initial Statement of Reasons, Amended Notice, Amended Initial Statement of Reasons, and
Documents Incorporated by Reference..

AUTOMATIC MAILING

A copy of this Notice, including the Informative Digest, which contains the general substance of
the proposed regulations, will automatically be sent to all persons on the Insurance
Commissioner’s mailing list.

WEBSITE POSTINGS

Documents concerning this proceeding are available on the Department’s Website at
www.insurance.ca.gov. For documents other than the Documents Incorporated by Reference,
click ‘Industry’ along the burgundy horizontal bar and at ‘Legal Information’ located on the right
hand side column of the opening screen, click the ‘View Proposed Regulations’ link. Enter
“RH06093053” or “Self-Service Storage Agent License” as the search term.

For the Documents Incorporated by Reference, click ‘Industry’ along the burgundy horizontal
bar and enter “forms” as the search term at the search area to the left. Click the ‘Producer
License Forms’ line. Click ‘Forms by Form Number.’

For those without Web access, documents are available from the contact person at the fax
number listed.

AVAILABILITY OF CHANGED OR MODIFIED TEXT

If modifications are made to the text of the proposed regulations, the modified text, with changes
indicated, will be made available to the public for at least 15 days prior to the date on which the
Commissioner adopts the amendments. Requests for copies of any modifications should be sent
to the contact person at the address indicated above. The Commissioner will accept written
comments on the modified text for 15 days after the date on which they are made available.

AVAILABILITY OF FINAL STATEMENT OF REASONS
When available, a copy of the Final Statement of Reasons can be obtained from the

Department’s Website at www.insurance.ca.gov. For those without Web access, documents are
available from the contact person at the fax number listed.

Date Published in the California Regulatory Notice Register (CRNR): July 14, 2006
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